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COMPTROLLER GENERAL OF THE UNITED STATES

Washington. D.C. 20548

B-114823

February 16, 1979 .

To the Board of Directors
Export-Import Bank of the United States

We have examined the statement of financial condition of the Export-lmport Bank of the United States
as of September 30, 1978. and the statements of income and analysis of reserve for contingencies and
defaults and of changes in financial position forthe yearthen ended. Our examination was made pur-
sizaft to the Goverrinent Corporation Control Act (31 U.S.C. 841. et seq.) and in accordance with
generally accepted duditing standards, and included such tests of the accounting records and such other
auditing procedures as we considered necessary in the circumstances. We previously examined and
reported on the Bank's financial stacements for fiscal year 1977.

In computing net income. the Bank normally treats payments on guarantee and insurance claims
as expenses. It modified this practice in 1977 when unusually large payments were required on de-
faulted commercial loans to Zaire. The Bank believed these loans would eventually be repaid
and instead of expensing the guarantee pavments. treated them as the cost of purchased
loans now held as assets. In 1978, the Bank turther modified its asset purchase standards to include
pavments made under the Export Credit and Insurance programs. This involved the purchase of guar-
anteed and insured loans rescheduled under a countrywide debt consolidation for the Government of
Turkey. { See notes 1 and 6.) We concur with the accounting treatment of these pavments.

The Bank states its net income before providing a reserve for losses that may be sustained on
loans. guarantees. and insurance, However. it retains accumulated net income after dividends us a
reserve for such losses. Although the reserve increased in fiscal yeur 1978, the risk of incurring possible
future losses increased to a larger extent. This is due primarily to increases in loan purchases and out-
standing purchase agreements and principal and interest delinquencies. {See Statement of Financial
Condition and notes 4. 6 and 8.) Also, the effect of the recent developments in Iran upon the Bank's
$589 million exposure in that country is not determinable at this time. As a result, we are unable to
express an opinion on the adequacy of the reserve. - S

In our opinion. except for the amount reserved for connngencxes and defaults the accompanvmg
financial statements present fairly the financial position of the Export-Import Bank at September 30.
1978. and September 30. 1977, and the results of its operations and changes in its tinancial position
for the years then ended in conformity with generally accepted accountmg prmc1ples appliedon a

_ consistent basis, T —

f/%zr
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Comparative
Statement of
Financial
Condition

Assets September 30. 1978 September 30, 1977

CashinU.S. Treasury . ......... ... .. .. $ O ) - 8 300.000
Investment in U.S. Securities. . . ... . ... .. 7.700.000 12.600.000

Loans Receivabie (Notes4. 5 and 9):
Current Loans —inciudes rescheduled loans of
$617.6 million at 9-30-78 and $624.7

millionat9-30-77 ... ... ... $11.032.000.000 $11.192.700.000
DelinquentLoans .. .................... 468.400.000 327.600.000
11.500.400.000. 11.520,300.000
Loans Purchased Pursuant to
Eximbank Guarantee and Insurance
Agreements(Note6). . ... ... ... 49.800.000 18.100.000

Accrued Interest and Fees
Receivable ( Note 4):

Current Interestand Fees. . ... .. ... ... .. 213.600.000 198,900.000
Delinquent ncerest . . ....... ......... , 31,700.000 28.700.000
245.300.000 227,600,000

Other Assets:
Deferred Debenture and Participation

Certificare Expenses . . . ... ... ... ..... .. 300.000 1.000.000
Foreign Credit Insurance

Association Receivable. . .. ... ... ... ... 3.300.000 2.200.000
Other Receivables . . ........... .. ... .. 100.000 200.000
Miscellaneous Assets. . ................ . 200.000 300.000
Total Assets. .. . ... . ... ... T $11.807.100.000 $11.782.600.000

*Balance 2t 9/ 30/ 78: $21.636

Notes to Financial Statements on pp. 6 through 9 are
an integral part of this statement.
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Liabilities, Reserve, and Capital

September 30. 1978

September 30. 1977

Borrowings (Notes 2 and 3):
Notes Pavable co U.S. Treasury

Notes Payable to Federal Financing Bank . . . .

Notes Pavable to Privare Export
Funding Corporation

Notes Payable to U.S. Institutions . .. .. .. ...

| o S - ™ j o)
Legentures rayaole

Certificates of Beneficial Incerest Payable . . . ..
Parvicipation Certificates Payable . . . ... ... ..

Other Liabilities:

Accrued Interest Payable

Dividend Payable 10 U.S. Treasury . ... ... ...

Other Credits

Deferred Fee Income

Reserve for Contingencies and

[ PV Swuy PUnyS | SRR, TRV SR S o 1Y
ASCIMUALS [ LMOLES D, 4. J 4T 7 2

accumulated from income —includes
delinquent interest and delinquent

capitalized interest of $46.9 million

at 9-30-78 and $35.8 million at 9-30-77 . .. ..

Capitai Stock Heid by U.S. Treasury
(Noted) ........ .. ... ... ... ... . ....

Total Liabilities, Reserve, and Capital . . . ..

$ 0
6.568.300.000

100.000.000
436.300.000

1 AAT 1AM ANN
LU, WAL WY

311.200.000
250.000.000

96.000,000
35.000.000
4.700.000

$ 8,708,900.000

135.700.000
8.500.000

1,954.000.000

1.000.000.000

$11.807.100.000

$ 3,300.000
5.923,500.000

100.000.000
453.900.000

1 442 10N ANN
L.0% 0, i vu,vuv

411.200,000
250.000.000

98,400.000
35.000.000

6.700.000

$ 8.785.000.000

140.100.000
7.600.000

1,849.900,000

1.000.000.000

$11.782.600.000
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Comparative
Statement of
Income and

Analysis of
Reserve for
Contingencies
and Defaults
Fiscal Year Fiscal Year
Ended Ended
September 30. 1978 Septernber 30. 1977
Revenues:
INterest O LONS . . . . ..ot S 760.300.000 § 734.200.000
Insurance Premiums and Guarantee Fees. .. ... . ... e 27.800.000 25.200.000
Commitment Feesand Other Income. ... .. ... .. ... .. . i 19.600.000 16.100.000
Total REVENUES . . . .. o oot 807.700.000 775.500.000
Expenses:
Interest on U.S. Government Borrowings . ........ ... ... ... [ 458.400.000 - 401.400.000
Interest on Debenture and Participation Certificate Bocrowings ... ... .. ... ... R 113.400.000 152.300.000
Interest on Certificates of Beneficial Interesc Borrowings ... .. ... ... .. e 25.400.000 28.700.000
Interesz on U.S. Insticutional Borrowings. ... ... ... ... ... 30.700.000 29.800.000
Other Expense. principally Interest and Amortization of Financing Costs . ... ... . 9.200.000 11.200.000
Admimiscrative Expenses . . ... ... ... . o 12.600.000 11.300.000
Claims Paid. necof recoveries (Note T) .. ... oot 18.900.000 3.400.000
Total EXPRNSes . .. ... .. ... e 668.600.000 638.100.000
Net InCOME . . . ... e 139.100.000 137.400.000
Less: Addition to Reserve for Contingenciesand Defaules. . ... ... .. ... ... .. 104.100.000 102.400.000
Dividend to U.S. Treasury (Note 3) . ... ... ... . $35.000.000 S 35.000.000
Analysis of Reserve for Contingencies and Defaults:
Balance at Beginningof Fiscal Year .. .............. ... ... ..o §1.849.900,000 $1.747_500.000
Addition to Reserve . . ... ... ... ... . . 104.100.000 102.:400,000
BalanceatEndof Fiscal Year . . . ... .. .. . ... ... $1.954.000.000 $1.849.900.000

Hotes to Pinancial Statements on pp. 6 through 9 are
an integral part of this statement.
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Comparative
Statement
of Changes
in Financial
Position
Fiscal Year Fiscal Yeur
Ended Endled
Seprember 30, 1978 September 30. 1977
Funds Provided:
NEtIOEOME - .. oo $ 139.100.000 $  137.400.000

Borrowings from the Federal Financing Bank (Note 21 . ..
Borrowings irom U.S. Instirutions . . . . ... ..
Repavments and ocher Credits ro Loans Recew.zble

Repayments of Loans Purchased Pursuant to Guaramct. and Insurance Agreements . .

Sales of Certificares of Beneficial laterest .
Total Funds Provided . . . .. . ..

Funds Applied:

Disbursemencs und Other Additions to Loans. includes Capitalized Interest 9-30-78.

$24.883.415:FY 1977.821.275.290 .. ... ...
Loans Purchased Pursuant to EIB Guarantee and Insurance Agreements . .. ...

Investmentin U.S. Securities ... ... ... ... ... . ... ...

Accrued Interest and Fees Receivable. . .. .. .

Accrued Interest Pavable . . ... ... .. ...
Repayments of Federal Financing Bank Borrowings . . .................... ... .
Repayments of Private Export Funding Corporation Borrowing ... ... ... ... .. ..

Repavyments of U.S. Institutions Borrowings . .

Net Reduction of Borrowings from U.S. Treasury .. ... .. ... ... ... ... ..

Redemptions of Cerrificates of Beneticial [nterest. . . . ..

Redemp(ionsofDebenturcs............H..,........‘.' ..................

Payment of Dividend to U.S. Treasury (FY 1977). .« ... ... ... .. . ...
Other . .o R o

Total Funds Applied . . . . ..

Notes to Financial Statements on p;p. & through 9 are
an integral part of this statement,

734,800,000 3.917.500.000
- 86.700.000
1.242.900.000 1.343.400.0600
1.200.000 -0
23.300.000 47.100.000
52,141.300.000 $3.532.100.000
$1.222.900.000 $1.771.100.000
32.800.000 18.100.000
14.900.000) 12.600.000
17.700.000 {6.200.00M
2.500.000 4.900.000
90.000.000 2.762.200.000
-C- 50.000.000
17.500.000 0-
3.300.000 69.700.000
123.300.000 116.800.000
600.000.000 700.000.000
35.000.000 -0-
1.200.000 32.900.000

$2.141.300.000

$5.532.100.008
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Financial
Statements
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Note 1: Enabling Legislazion and Basic
Accounting Principles

Eximbank is an independent corporate agency of
the United States. The primary legislation gov-
erning its operations consists of the Export-
Import Bank Act of 1949, as amended through
November 10. 1978. and the Government Cor-
poration Control Act.

Eximbenk's accounting records are main-
tained on an accruai basis with the exception of
write-offs of loans and pavment of claims on
guarantees and insurance policies. Loans are
written off and charged to income when Exim-
bank determines thar the ourstanding principal
balance is uncollectable. Interest on delinquent
loans receivable is accrued until such time as
Eximbank determines on a case-by-case basis
that a particular delinquent loan should be non-
accruing. Claims. except as noted in the para-
graph below, are charged to income in the vear
paid. Later recoveries of amounts written off or
of amounts which have been paid as claims are
treated as income in the yezr received.

In FY 1978 the Board adopted the policy of
tresting payments under the medium- and short-
term Exporter Credit and Insurance programs as
a purchase of an interest in an asset and record-
ing such purchase as a loan receivable in those
cases where a country-wide debt consolidation is
considered and the materiality and prospects of
repayment justify such treatment. Except for the
“country-wide debt consolidation” consideration,
the factors influencing such treatment are the
same as those outlined under the purchase of
financial guarancees, approved in FY 1977 (see
footnote 6 for further details).

The commitment authority of Eximbank
under the Export-Import Bank Act to lend. guar-
antee. and insure was limited to 3295 billion out-
standing at any one time as of September 30,1978,
Under the Act loans are charged against the $25
billion limitation at 100 percent of cheir authorized
amount. Guarantees and insurance are charged
against the $25 billion limitation at not less than
23 percentof Eximbank’s contracrual liabilicy.
with the proviso that the aggregate amount of
guarantees and insurance so charged may not
exceed $20 billion outstanding at any one time.
Thus. Eximbank's contractual commitments
outstanding at any one time could reach
$40 biilion, consisting of $20 billion of guaran-
tees and insurance ourstanding. resulting ina §%
billion charge against the 529 billion limitarion.
and $20 billion 1additional commitments )
charged at 100 percent against che limitation.

The loan. guarancee and insurance authority
limit was raised from $29% billion to $40 billion
and the fractional charge of guarantees and insur-
ance amount was increased from $20 billion to
$25 billion on November 10. 1978. Thus. the
contractual commicments outstanding at anv one
time can now reach $58.79 billion.

At September 30. 1978. the committed and
unticommicted authority to lend. guarantee, and
insure was:

{ $Millions)
Category Charge
Loans $16.985.3
Guazrantees $5.357.2
[nsurance 4,049.2 :
$9,406.4@25% 2.351.6

Committed - 193369
Uncommicted 5.663.1
Total Statucory

Authority $25.000.0

Note 2: Borrowings from the U.S. Treasury
and the Federal Financing Bank

Eximbank does not receive any appropriated
funds. It has authority. under its Act. to borrow
directly from the U.S. Treasury and to have
ourstanding at any one time up to $6 billion of
such borrowings. Eximbank avails itself of this
authoricy for its short-term needs on a daily basis
at a 91-day Treasury bill rate. Excess cash is used
to reduce these borrowings on a daily basis. The
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average rate for such short-term borrowings,
during the period ending September 30. 1978,
was 7.06 percent. '

In previous vears. Eximbank borrowed to
meet its medium-term needs through the is-
suance of debentures and participation certifi-
cates, of which 31.3 billion: are still outstanding
with macurities extending to 1982, ac 2n average
interest rate of 6.51 percent.

Eximbank is now borrowing from che Fed-
eral Finacing Bank ( FFB} for its medium and
long-term needs. During the period ending
Sepcernber 30, 1978, Eximbank borrowed the

following from the FFB:
($Millions) Final
Date Amount Rate Maturity
3/01/78 $260.0 8.024% 12/01/87
6/01/78 388 8422 6/01/88
9/01/78 2180 8.562 3/01/80
9/01/78 218.0 849 9/01/88
As Eximbank is usually a net borrower of

funds, it is planned that nec short-term borrow-
ings from the U.S. Treasury will be repaid quar-
terly by borrowing from the FFB on a medium-
and long-term basis ar 2 U.S. Government agency
borrowing rate appropriate to the term of the
borrowing.

On June 30. 1978, certain concessionary
borrowings from the U.S. Treasury totalling $3.3
million were paid in full. These borrowings were
tied directly to the rate, term, and outstanding
balances of certain concessionary loans that
Eximbank made in the national interest.

Note 3: United States Government Invest-
ment in Eximbank

The investment of the U.S. Government in
Eximbank consists of the following:

{SMillions)
Sept. 30.  Sept. 30.
1978 1977
Capital Stock Held
by U.S. Treasury $1.000.0 $1,000.0
Reserve for Contingen-
cies and Defaults 1,954.0 1.849.9
Dividend Pavable to
U.S. Treasury 35.0 35.0
Notes Payable ro Fed-
eral Financing Bank  6.568.3  5.923.5
Notes Payable to
U.S. Treasury - -0 3.3
Total $9.557.3 38811.7

A dividend to the U.S. Treasury of $35
million. as of September 30, 1978, was declared
November 21, 1978.

Note 4: Delinquent Loans

Loans with any installments of principal or inter-
est past due 90 davs or more are classified as
delinquent on the Statement of Financial Con-
dition. The outstanding principal amount of
delinquent loans is summarized on a comparative
basis (see table below).

{$ Thousands}
Total Delinquent Installments Delinquent Installments
Questanding Septemnber 30. 1978 September 30. 1977

Country _Principal  Principal  Interest Total Principal [nterest Total
Brazil  § 90.632.5 $ 1.2%51.5 $ 5996 S 18511 § -O s -0 $ 0
China 26.386.0 26.386.0 23.409.0 49.795.0 26.386.0 22.613.8  48.999.8
Cuba 36.266.6  36.266.6 36.948.7 73,215.3  36.266.6  34.960.1 71,226.7
Mexico 15.447.6 1.088.1 508.2 1.596.3 1.902.8 401.3 2.304.1
Nigeria -0 -0 -0 -0 1.374.0 260.8 1.634.8
Zaire 206.762.3 2.619.7 5.030.6 7.650.3 2.839.6 4.0256 7.465.2
Other 132.882.8 2.702.5 1.530.9 42534 1,636.9 1.176.7 2.813.6
Total  $468.377.8 $70.314.4 $68.047.0 $138.361.4 $70.405.9 $564.038.3 $134.444.2

The countries listed above are not necessarily the obligor of the delinquent [oans. Some of the loans are to private parties
in those countries.
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Delinquent interest of $31.7 million has

accrued and is carried as a recetvable. The differ-

ence between this figure and the $68.0 miilion
showr represents mainly interest on loans
which are non-accruing for financial statement

The delinquent loans to China were made
before 1947. when a prior government existed.
The delinquent [oans to Cuba pertain to loans
made before 1961, when 2 prior government
existed.

The Bank. along with certzin other major
creditors. engaged in cenegotiating on Mav 20.
1978, the repayment terms for instullments of
principel and interest falling due from Turkey.
At the time of rescheduiing, $.6 million of prin-
cipal and interest was past due 90-days or more.
The rescheduling covers principal and interest
from January 1, 1977 through June 30, 1979

Note §: Rescheduled Loans

From time to time Eximbank must extend the
repayment date of some or all principal inscall-
ments of a loan to a new schedule because the
obligor or country has encountered temporary
financial difficultv and the Directors of Exim-
bank have determined that providing relief in
this manner will aid collectability and enable
the obligor uitimately to service the debt.

All loan macurities which were previously
rescheduled in this manner are current ar Sep-
tember 30. 1978. except for 18 loans with an
aggregate outstanding principal balance of
$241.7 million as to which principal and inter-
est installments amounting ro $10.9 million
are 90-days or more pastdue. These 18 loans
are included in the delinquent classification
on the Statement of Financial Condition. In
FY 1978 Eximbank rescheduled principal
installments tocaling $54.3 million on loans
having an outstanding principal balance of
$345.0 million.

Some reschedulings include capitalized
interest. which has been previously credired to
the Reserve for Contingencies und Defaulrs.
At Septemper 30, 1978, the Reserve of
$1,954.0 million includes $70.4 miilion of
such outstanding captcalized interest of which
$15.2 million is 90-days or more pasc due.
The Reserve also includes past due interest on
delinquent loans totalling $331.7 million.
Note 6: Loans Purchased Pursuant to
Eximbank Guarantee Agreements

On June 15. 1978. the Board in conjunction
with a country-wide debt consolidation involv-
ing major foreign creditors approved the
purchase of certain public and private loans
assumed or guaranteed by the Government of
Turkey (G.O.T.). These purchases totaled
$16.1 million {$15.1 million principal and
$1.0 million interest). At September 30. 1978.
Eximbank had outstanding 568.0 million of
medium- and short-term guarantees and insur-
ance which Eximbank may be called upon by
the G.0O.T. to purchase in accordance with the
terms of the rescheduling.

During FY 1978, atotal of $16.7 million
of Zaire loans were purchased under the asset
purchase standards approved in April 1977
and August 1978. The total outstanding pur-
chases under this rescheduling rotaled $33.7
million. At September 30. 1978. a total of
$192.0 million of guarantees and insurance to
Zaire remained outstanding. some or all of
which Eximbank may be requested to purchase.
During this same period Zaire arrearages
90-days and over tocaled $7.6 million ($2.6
million principal and $5.0 million interest).
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Note 7: Losses. Claims and Reserve for
Contingencies and Defaules

Losses. claim payments and recoveries for the
FY 1978 and FY 1977 are:

{$ Thousands)
FY 1978 FY 1977
Loans writtenoff $ 4.824.0 $ -0
Guarantee claims
paid 14,201.7 4.182.7
Guarantee
recoveries (3,818.0) (3.963.3)
[nsurance claims
paid 6.187.3 5.879.7
[nsurance
recoveries {2.505.7) (2.674.0
Claims paid. net
of recoveries $18.880.3 § 3.425.1

The risk to Eximbank from potential losses and
claims is not susceptible to accurate measure-
ment because of the unpredictable nature of
future worldwide economic and political con-
ditions. Eximbank’s entire Reserve is available
to cover such losses, claims and contingencies.
Eximbank has a Reserve for Contingencies and
Defaults of §1,954.0 millioa which is 17.0
percent of ourstanding loans and 7.4 percent
of world commitments. This Reserve. coupled
with Eximbank's $1.0 billion Capital. amounts
to 26 percent of outstanding loans and more
than 11 percent of world commitments.

Note 8: Commitments and Contingent
Liabilities

Eximbank's worldwide commitments, shown
below. include contingent liabilities totaling
$9.406.4 million at September 30. 1978, and
§9.770.9 million at September 30, 1977.

{3 Miilions)
Sept. 30. Sept. 30.
1978 1977

Outstanding Loans  $11.550.2  511.538.5
Undisbursed Loans 3.435.1 4.015.1
Guarantees Con-

tingent Liabilicy 5.357.2 5.803.1
FCIA Insurance

Contingent

Liability 4.049.2 3.967.8
Total $26.391.7 §25.324.5

Note 9: Maturity Schedule of Outstanding
Loans Receivable

As of September 30. 1978. about 60 percent

of the outstanding loans receivable balance of
$11.550.2 million is projected to be due over
the next five vears and the remaining 40 per-

cent is estimated to be due thereafter, as indi-
cated below:

Fiscal
Yeurs of Amount Percent
Maturities (S Millions) of Total
1979 S 1.144.2 9.9
1980 1.310.3 11.4
1981 1.382.9 12.0
1982 1.483.0 12.8
1983 1.609.1 13.9
6.929.5 60.0
1984-2000 4.620.7 40.0
$11.550.2 100.0

In addition to the $11.350.2 mullion of out-
standing loans there are undisbursed loans
totaling $5.435.1 million most of which are
expected to be disbursed over the next 3-5
vears.






